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SUB J : COMMERCIAL DISPUTE: SINGER 

REF: STATE 38839 

1 . SUMMARY: SINGER FACES A VARIETY OF PROBLEMS RESULTING FROM 
CANCELLATION OF ITS INVESTMENT DECREE IN 1972 AS WELL AS OTHER 
DIFFICULTIES TYPICAL TO FOREIGN FIRMS OPERATING IN TURKEY. SINGER IS 
NOW ATTEMPTING TO REDUCE ITS EQUITY IN THE TURKISH BRANCH FROM 
100 PERCENT TO 51 PERCENT, AND EVENTUALLY INTENDS TO LIQUIDATE ITS 
INTEREST COMPLETELY, ACCORDING TO THE LOCAL GENERAL MANAGER 
KEITH PAYNE. 

2. ALL FOREIGN COMPANIES ENGAGED IN MANUFACTURING IN TURKEY DO 
SO UNDER TERMS OF COUNCIL OF MINISTERS DECREES WHICH IN GENERAL 
STRICTLY LIMIT THE SCOPE OF BUSINESS AND DEFINE A VARIETY OF 
CONDITIONS UNDER WHICH THE FOREIGN FIRM MAY OPERATE. SINGER'S 
DECREE WAS CANCELED IN 1972 BECAUSE THE COMPANY EXCEEDED 
SCOPE OF ITS DECREE BY ENGAGING IN RETAIL MARKETING OF HOUSEHOLD 
APPLIANCES MANUFACTURED BY PROFILO HOLDING, A LARGE TURKISH 
INDUSTRIAL GROUP. SINGER DID NOT CONTEST THE CHARGE, AND AGREED TO 
BLOCK (DEPOSIT IN CENTRAL BANK) ALL PROFITS RESULTING FROM 
UNAUTHORIZED ACTIVITIES. HOWEVER, A NEW DECREE WAS NOT PUBLISHED 
UNTIL 29 MONTHS LATER IN 1975. ALTHOUGH THE COMPANY HAS NOT BEEN 
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REQUESTED TO BLOCK ALL PROFITS FOR THIS 29 MONTH PERIOD. IT HAS 
REFRAINED FROM ATTEMPTING TO REMIT SUCH PROFITS ON THE ASSUMPTION 
THAT PERMISSION TO REMIT WILL BE DENIED AND THAT THE AMOUNT INVOLVED 
(29 MILLION TURKISH LIRA EQUAL 1.5 MILLION DOLLARS) 

WILL BE BLOCKED. 

3. ADDITIONAL COMPLICATION RESULTS FROM GOT CHARGE THAT SINGER HAS 
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NOT COMPLIED WITH COMMITMENT TO IMPORT ALL CAPITAL IN KIND (MACHINERY 

AND EQUIPMENT) AS SPECIFIED IN ITS DECREE. DISCREPANCY RESULTS IN 
LARGE PART FROM LOSSES INCURRED WHILE EQUIPMENT SAT IN CUSTOMS 
FOR OVER 2 YEARS IN 1972-73 BECAUSE SINGER COULD NOT CLEAR IT IN 
ABSENCE OF INVESTMENT DECREE. AMOUNT IN DISPUTE IS TL 7 MILLION 
EQUALS $364,000. 

4. GOT CONSIDERS TOTAL AMOUNT IN DISPUTE (TL 36 MILLION) "UNATHORIZED 
CAPITAL' 1 SINCE IT CONSTITUTES A LARGE SHARE (53 PERCENT) OF SINGER'S 
FIXED ASSETS IN TURKEY. SINCE SINGER'S FIXED ASSETS EXCEED ITS 
"AUTHORIZED CAPITAL" BY THAT AMOUNT, IT HAS BEEN ALLOWED TO REMIT 
ONLY 47 PERCENT OF TOTAL PROFITS SINCE 1975. THE BALANCE HAS 

BEEN BLOCKED IN CENTRAL BANK. 

5. IN 1976, SINGER NEGOTIATED WITH GOT TERMS OF A NEW DECREE 
WHICH WOULD REGULARIZE THE COMPANY'S POSITION BY RAISING 
AUTHORIZED CAPITAL BY AMOUNT IN DISPUTE. IN RETURN, SINGER 
AGREED TO ALLOW TURKISH INTERESTS TO INVEST IN THE COMPANY UP TO 
49 PERCENT OF EQUITY, AND HAS DISCUSSED PARTNERSHIP TERMS WITH 
THE SABANCE AND PROFILO GROUPS. THE DECREE WAS APPROVED BY 
THE STATE PLANNING ORGANIZATION (SPO) AND WAS ENTERED ON THE 
AGENDA OF THE COUNCIL OF MINISTERS. THE SHORT-LIVED ECEVIT 
GOVERNMENT OF JUNE/JULY 1977, HOWEVER, REFERRED THE DECREE 
BACK TO THE SPO FOR "FURTHER STUDY". THE SUBSEQUENT DF.MIRET. 

COALITION REVISED THE DECREE, BUT NEW ECEVIT GOVERNMENT AGAIN SENT 
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IT BACK TO THE SPO IN JANUARY, 1978. IN LATEST DEVELOPMENT, 

SINGER RECEIVED ENCOURAGING LETTER FROM COMMERCE MINISTRY 
FEBRUARY 16 WHICH INDICATED THAT DECREE WOULD GO FORWARD UPON 
THE COMPANY’S CONFIRMATION OF ACCEPTANCE OF TERMS OF THE DRAFT 
DECREE. 

6. OTHER DIFFICULTIES EXPERIENCED BY SINGER INCLUDE PRICE CONTROLS 
WHICH FORCED THE COMPANY TO OPERATE AT A LOSS THROUGHOUT MOST 
OF 1977, AN EXPORT COMMITMENT OF 20 PERCENT OF PRODUCTION 
WHICH SINGER CLAIMS CANNOT BE MET BECAUSE OF HIGH LOCAL COSTS, 

AND UNDER A NEW COLLECTIVE BARGAINING AGREEMENT, CONTINGENT 
SEVERANCE PAY LIABILITIES TOTALING ABOUT $9 MILLION, OR OVER TWICE 
THE BOOK VALUE OF THE COMPANY. THE LATTER IS A PROBLEM FACED 

BY ALMOST ALL TURKISH ENTERPRISES, AND IS PARTICULARLY BURDENSOME 
BECAUSE A COMPANY MAY NOT TREAT RESERVES SET ASIDE TO MEET SUCH 
LIABILITY AS A TAX DEDUCTIBLE COST. 

7. IN CONSIDERING LIQUIDATION OF ITS INTERESTS IN TURKEY, SINGER IS 
PARTICULARLY ANXIOUS TO OBTAIN NEW DECREE SINCE UPON LIQUIDATION IT 
MAY REMIT ONLY AUTHORIZED CAPITAL AND RETAINED EARNINGS. UNDER 
PRESENT CIRCUMSTANCES THE MAJORITY OF THE COMPANY'S ASSETS ARE 
CONSIDERED UNAUTHORIZED. THEREFORE FIRST STEP IS TO REGULARIZE 
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DISPUTED TL 36 MILLION UNDER TERMS OF NEW DECREE. SINCE LOCAL 
MANAGER CONSIDERS SITUATION EXTREMELY DELICATE, HE REQUESTS NO 
ACTION BE TAKEN BY EMBASSY OR DEPARTMENT WITHOUT PRIOR COSULTA- 
TION WITH HIM. 

HOUGHTON 
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